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INTRODUCTORY SECTION

This section includes miscellaneous data regarding the Village of Wauconda, including:
e List of Principal Officials
¢ Organizational Chart
e Transmittal Letter

o Certificate of Achievement for Excellence in Financial Reporting
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September 29, 2014

The Honorable Mayor
Village Board of Trustees and
Residents of the Village of Wauconda

The Comprehensive Annual Financial Report (CAFR) of the Village of Wauconda for the fiscal year ended
April 30, 2014 is hereby submitted. The purpose of the report is to provide the Mayor, Trustees, citizens,
bond holders and other interested parties with useful infermation concerning the Village’s operations and
financial position. It has been prepared in accordance with standards prescribed by the Governmental
Accounting Standards Board (GASB).

The CAFR is management’s annual report to its taxpayers, governing body, investors and creditors. The
responsibility for the accuracy of the data and the completeness and fairness of the presentation,
including all disclosures, rests with the Village. To the best of our knowledge and belief, the enclosed data
is accurate in all material respects and is reported in a manner designed to present fairly the financial
position and the results of operations of various funds and component units of the Village. All disclosures
necessary to enable the reader to gain an understanding of the Village of Wauconda’s financial activities
have been included.

Lauterbach & Amen, LLP, Certified Public Accountants have issued an unmodified (clean) opinion on the
Village of Wauconda’s financial statements for fiscal year ended April 30, 2014. The independent auditor’s

report is presented at the front of the financial section of this report.

Management's discussion and analysis (MD&A) immediately follows the independent auditor’s report and
provides a narrative introduction, overview and analysis of the basic financial statement.

Profile of the Village of Wauconda

Wauconda is located in the southeastern part of Wauconda Township on the banks of a beautiful little
lake known as Bangs Lake, named in honor of Justus and Mark Bangs, the first settlers of the place. The
town of Wauconda was organized in the year of 1849, by a vote of the people of the County to divide said
County into towns. There were 1,695 votes cast and all except three were in favor of the division.

The population of the Village grew from 9,448 in the 2000 census to 13,603 in 2010. The Village is a non-
home rule community since its population is less than 25,000. In lllinois, a non-home rule municipality
can only exercise the powers specifically granted to it by state law. Since 1991, non-home rule
governments in DuPage, Lake, McHenry, and Will Counties or non-home rule governments having a
majority of their equalized assessed value in Cook County have been subject to the Property Tax Extension
Limitation Law, referred to as the “Tax Cap”. The Equalized Assessed Valuation (EAV) of property is the
assessed value multiplied by the state equalization factor. This gives the value of the property upon which
the tax rate is calculated after deducting homestead exemptions, if applicable.

101 N. Main Street, Wauconda, 11160084 &  Phone:847-526-9600 @&  Fax:847-526-8809
www.wautbnda-ilgov



Village of Wauconda Census
Years Populations Years Populations
1952 1,173 1974 5,662
1955 2,373 1980 5,688
1959 3,275 1990 6,294
1960 3,227 1996 8,229
1963 4,775 2000 9,448
1966 5,343 2007 12,614
1970 5,460 2010 13,603
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The Village operates under the Board/Administrator form of government. The Village Board is made up
of the Mayor and a six member Board of Trustees. The entire Board is responsible for policy making and
is entrusted with legislative authority. The Village Administratoris responsible for carrying out the policies
and ordinances approved by the Village Board, along with overseeing the day-to-day operations of the
Village. Additionally, since the Village of Wauconda is a non-home rule community and it operates under
the Appropriation Act, the Village Board is required to adopt file an Appropriation Ordinance each fiscal
year. This Appropriation Ordinance is based upon a budget prepared and approved each fiscal year. The
budget services as the spending plan for the Village of Wauconda.

Local Economy

The Village of Wauconda has been diligent in taking measures to address the challenges that this
recovering but uncertain economy has to offer. This uncertainty affects the Village in many areas such as
real estate and new business opportunities. The Village continues to experience declining property values
as exhibited by the decline in assessed values over the past several years. In addition, the Village
continues to experience a rate of property foreclosures higher than the historical average. However,
these negative trends are slowing as the region recovers in the wake of the Great Recession and the Village
has been able to maintain service levels to the community.



The General Fund once again had a successful year from higher than expected revenues and spending
well below budgeted levels. Prior to a transfer to the Water/Sewer Fund of $1,600,000, the General Fund
balance increased from $3,911,616 to $4,648,968. During the 2013/14 fiscal year, the Village Board
approved the transfer of $1.6 million to the Water/Sewer Fund to assist in efforts to obtain Lake Michigan
water for the community. At the same time, the Board amended the General Fund reserve policy to target
three months of budgeted revenues as the end of year reserve. Following the transfer to the Water/Sewer
Fund, the General Fund reserve totaled $3,048,968 representing a reserve level of 37.8% which remains
higher than the reserve level of 25% established by policy.

With the Village subject to property tax caps, property tax revenues from year to year are relatively flat.
Tax caps limit levy growth, exclusive of new construction or annexed property, to 5% or the rate of
inflation whichever is less. The rate of inflation for the 2012 year (levied in 2013) was 1.6%. The Village
collected $3.4 million for police pension and the Genera! Fund in FY 2013/14. Sales tax revenues produce
the second largest amount for the General Fund totaling $1.8 million in FY 2013/14, up 6% over the prior
year. The other main generator of General Fund revenues is income tax shared with the Village by the
State of lllinois. Income tax revenues increased just under 1% when compared to the prior year and
totaled $1.3 million. Overall, General Fund revenues increased $193,325 when compared to the 2012/13
fiscal year but exceeded budgeted revenues by $560,840 (6.8%).

General Fund spending, budgeted at $8.9 million, amounted to just under $8.1 million. This
underspending was attributable primarily to employee turnover and extended vacancies in several
positions along with the postponement of a number of capital projects. These positive results were
tempered by ongoing financial constraints impacting nearly all local governments including increasing
pension, health insurance and liability insurance costs. Police pension costs in particular will weigh heavily
on future budgets. In addition, the list of capital improvement projects continues to grow larger and will
need to be addressed sooner rather than later.

In FY 2013/14, the Water/Sewer Fund reversed a multi-year trend of operating losses showing operating
income of $195,249. This reversal follows operating losses of $1.4 million, $970,000, and $1.3 million in
fiscal years 2010/11, 2011/12, and 2012/13 respectively. Charges for service in FY 2013/14 reached 99.6%
of the budgeted amount totaling $4,676,648 despite foregoing the annual rate increase called for in the
Village Code. With respect to expenses, the Water/Sewer Fund spent $881,840 less than budgeted due
to careful monitoring of expenses and shifting allocations for some personnel costs out of the
Water/Sewer Fund. After adding in non-operating revenues and the previously mentioned $1.6 million
transfer from the General Fund, the positive change in net position for the fund was $2.1 million.

Major Initiatives

Lake Michigan Water Allocation

RHMG Engineers, Inc. prepared a Water Distribution System Model and Analysis Report that identified a
number of necessary improvements to the Village’s internal water distribution system to prepare for the
delivery of Lake Michigan Water. Because the proposed improvements are extensive and widespread it
was recommended to implement the design and construction in phases. At the September 27, 2013
Regular Village Board meeting, the Board awarded the contract for the design of Internal Lake Michigan
Water Improvements — Phase 1 for an amount not to exceed $214,945. Revenues from the sale of the
2013 General Obligation Bonds funded the Phase | design.



Lift Station #3

In the spring of 2013, Lift Station #3 (located on Ridge Street) backed up on numerous occasions requiring
Public Works to bypass the station. Staff requested the assistance of RHMG Engineers, Inc. to evaluate
current conditions and provide a recommendation for improvements to the station. The subsequent
findings were presented to the Public Works Committee on October 22, 2013.

At the January 21, 2014 regular Village Board meeting, the Board awarded the construction contract for
the capacity expansion of Lift Station #3 for an amount not to exceed $148,500. The improvements were
completed in April of 2014.

2013 MFT Street Improvement Program

As part of the Village’s pavement preservation efforts Public Works selected a number streets to be
included in the 2013 MFT Street Improvement Program. Based on an assessment by Village staff, streets
that exhibit certain signs of pavement failure, damage or deterioration are targeted for maintenance,
patching and resurfacing. This year’s program included Grant Street, Lincoln Avenue, North Avenue, Lotus
Street, Hammond Street, Adams Alley, Route 176 & Main Street, Route 176 & Ridge Road, Clearview
Avenue, Woodland Avenue, Karl Court, Hollow Hill Drive, Slocum Lake Drive and Gossell and Northwoods
intersection. Funding for this project consisted of $406,816 from MFT.

Year 12 National Pollutant Discharge Elimination System (NPDES)

Polluted storm water runoff is commonly transported through Municipal Storm Sewer Systems from
which it is discharged untreated into local streams, lakes and rivers. To prevent harmful pollutants from
being washed or dumped into a storm sewer, the Village must obtain a NPDES permit and develop a storm
water management program. A NPDES annual report is required to be submitted to the Illinois
Environmental Protection Agency (IEPA) to show the Village’s cooperation. The following initiatives make
up the report:

Apply for NPDES permit coverage.
e Develop a storm water management program which includes the six minimum control measures.

¢ Implement the storm water management program using appropriate storm water management
controls or best management practices (BMPs).

e Develop measurable goals for the program.

Evaluate the effectiveness of the program.

The Village of Wauconda’s Year 11 NPDES report has been completed and accepted by the IEPA.

vi



Awards and Acknowledgements

In order to be awarded a Certificate of Achievement through the Government Finance Officers
Association, the Village must publish an easily readable and efficiently organized comprehensive annual
financial report (CAFR). This report satisfies both generally accepted accounting principles and applicable
legal requirements.

A certificate of achievement is valid for a period of one year. We believe that our current comprehensive
annual financial report meets the Certificate of Achievement Program’s requirements and we are
submitting it to the GFOA to determine its eligibility for the certificate. The preparation of this
comprehensive annual financial report on a timely basis was made possible by the dedicated service of
the entire Village staff and particularly the staff of the Finance Department. Each staff member has our
sincere appreciation for the contributions made in the preparation of this report.

In closing, without the leadership and support of the governing body of the Village, preparation of this
report would not have been possible.

Sincerely,

Douglas K. Maxeiner
Village Administrator
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FINANCIAL SECTION

This section includes:
¢ Independent Auditors’ Report
e Management’s Discussion and Analysis
e Basic Financial Statements
e Required Supplementary Information

e Combining and Individual Fund Statements and Schedules



INDEPENDENT AUDITORS’ REPORT

This section includes the opinion of the Village’s independent auditing firm.
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INDEPENDENT AUDITORS' REPORT

September 29, 2014

The Honorable Village Mayor
Members of the Board of Trustees
Village of Wauconda, Illinois

We have audited the accompanying financial statements of the governmental activities, the business-type
activities, each major fund, and the aggregate remaining fund information of the Village of Wauconda,
Illinois, as of and for the year ended April 30, 2014, and the related notes to the financial statements,
which collectively comprise the Village’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the Village’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Village’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund,
and the aggregate remaining fund information of the Village of Wauconda, Illinois, as of April 30, 2014,
and the respective changes in financial position and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.
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Other Matters

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis as listed in the table of contents and budgetary information reported in the
required supplementary information as listed in the table of contents, be presented to supplement the basic
financial statements. Such information, although not part of the basic financial statements, is required by
the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Village of Wauconda, Illinois’, financial statements as a whole. The introductory section,
individual fund financial statements and schedules, supplemental schedules, and statistical section are
presented for purposes of additional analysis and are not a required part of the financial statements.

The individual fund financial statements and schedules and supplemental schedules are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records
used to prepare the financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,
the individual fund financial statements and schedules and supplemental schedules are fairly stated, in all
material respects, in relation to the basic financial statements as a whole.

The introductory and statistical sections have not been subjected to the auditing procedures applied in the
audit of the basic financial statements and, accordingly, we do not express an opinion or provide any

assurance on them.
W - ﬂwwnl LP

LAUTERBACH & AMEN, LLP
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VILLAGE OF WAUCONDA, ILLINOIS

Management’s Discussion and Analysis
April 30,2014

Our discussion and analysis of the Village of Wauconda’s financial performance provides an overview of
the Village’s financial activities for the fiscal year ended April 30, 2014. Please read it in conjunction with
the transmittal letter, which begins on page iii and the Village’s financial statements, which begin on page
3.

FINANCIAL HIGHLIGHTS

e The Village’s net position decreased as a result of this year’s operations. Net position of the
governmental activities decreased by $1,290,085, or 3.6 percent and net position of business-
type activities increased by $2,136,710, or 4.9 percent.

e During the year, government-wide revenues for the primary government totaled $15,404,745,
while expenses totaled $14,558,120, resulting in an increase to net position of $846,625.

e The Village’s net position totaled $80,199,535 on April 30, 2014, which includes $72,517,420
net investment in capital assets, $1,328,977 subject to external restrictions, and $6,353,138
unrestricted net position that may be used to meet the ongoing obligations to citizens and
creditors.

e The General Fund reported a deficit in the current year of $862,648, resulting in an ending
fund balance of $3,048,968, a decrease of 22.1 percent, as monies have been set aside, from
reserves in excess of reserve policies, for future capital projects.

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Position and the
Statement of Activities (on pages 3 - 6) provide information about the activities of the Village as a whole
and present a longer-term view of the Village’s finances. Fund financial statements begin on page 7. For
governmental activities, these statements tell how these services were financed in the short term as well
as what remains for future spending. Fund financial statements also report the Village’s operations in more
detail than the government-wide statements by providing information about the Village’s most significant
funds. The remaining statements provide financial information about activities for which the Village acts
solely as a trustee or agent for the benefit of those outside of the government.

Government-Wide Financial Statements

The government-wide financial statements provide readers with a broad overview of the Village’s
finances, in a matter similar to a private-sector business. The government wide financial statements can
be found on pages 3 - 6 of this report.

The Statement of Net Position reports information on all of the Village’s assets/deferred outflows and
liabilities/deferred inflows, with the difference between the two reported as net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial position of
the Village is improving or deteriorating. Consideration of other nonfinancial factors, such as changes in
the Village’s property tax base and the condition of the Village’s infrastructure, is needed to assess the
overall health of the Village.

MD&A 1



VILLAGE OF WAUCONDA, ILLINOIS

Management’s Discussion and Analysis
April 30,2014

USING THIS ANNUAL REPORT - Continued
Government-Wide Financial Statements — Continued

The Statement of Activities presents information showing how the government’s net position changed
during the most recent fiscal year. All changes in net position are reported as soon as the underlying event
giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will only result in cash flows in future fiscal
periods (e.g., uncollected taxes and earned but unused vacation leave).

Both of the government-wide financial statements distinguish functions of the Village that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a significant portion of their costs through user fees and charges (business-
type activities). The governmental activities of the Village include general government, public safety, and
public works. The business-type activities of the Village include waterworks and sewerage operations.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Village, like other local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds
of the Village can be divided into three categories: governmental funds, proprietary funds, and fiduciary
funds.

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial statements. However, governmental fund financial statements
focus on near-term inflows and outflows of spendable resources, as well as on balances of spendable
resources available at the end of the fiscal year. Such information may be useful in evaluating the Village’s
near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing decisions.
Both the governmental fund balance sheet and the governmental fund statement of revenues, expenditures,
and changes in fund balances provide a reconciliation to facilitate the comparison between governmental
funds and governmental activities.

The Village maintains four individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures, and
changes in fund balances for the General Fund, Motor Fuel Tax Fund, Debt Service Fund, and Capital
Projects Fund, all of which are considered major funds.
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